AR10 


ANNUAL REPORT 


PrOiSCGEG AWA GAG 


¢ 


V ££ A Re € NN © & 0 2 & cc = M 6B EG R 


1965 oe 


3 


4 


VIOLAMAC MINES LIMITED 


DIRECTORS 


OFFICERS 


KAM-KOTIA PORCUPINE MINES, LIMITED 
Mine Manager 

Mine Geologist 

Mine Office Address 


COBALT REFINERY LIMITED 


Manager 


Refinery Office Address 


WESTERN OPERATIONS 
Mine Manager 


Mine Office Address 


TRANSFER AGENTS 
AND REGISTRARS 


STOCK LISTED 


SOLICITORS 


AUDITORS 


BANKERS 


HEAD OFFICE 


ANNUAL MEETING 


Rew. Wile: Passe =< & Vel = Toronto, Ontario 
DY tr UI IE - - = - uae Toronto, Ontario 
BD oCO arte. Ss Gren tee el) 7 Toronto, Ontario 
B. WILLENBORG - - - - - ~ - Miami, Florida 
J.J. WHITE - - -  - = - — = Burlington, Ontario 
A. W. WHITE - - - - -  - = =. President 
DF BURT - = = = -  -  - Vice-President 
H.R. HEARD. = - - - = = Secretary-Treasurer 
J. (GEDDES - = «= + = = Assistant Secretary 
L. V. BARBISAN - - -  - ~~ - Assistant Treasurer 
G. W. WALKEY 

W. HOGG 


Box 290, Timmins, Ontario 


J. N. CRAM 
R.R. #1, Cobalt, Ontario 


JC. BLACK 


New Denver, British Columbia 


The Sterling Trusts Corporation - Toronto, Ontario 


Crown Trust Company, Vancouver, B.C., and Calgary, Alta. 
Toronto Stock Exchange 

Burt, Burt, Wolfe & Bowman -~ - _ Toronto, Ontario 
Gunn, Roberts and Co. Boe hice ete Toronto, Ontario 
Canadian Imperial Bank of Commerce 

25 Adelaide St. West, Suite 416  - Toronto, Ontario 


Thursday, March 10th, 1966, at 2:30 P.M. (Toronto Time), 
Quebec Room, Royal York Hotel, Toronto, Ontario. 


VIOLAMAC MINES LIMITED 


President’s Report to Shareholders 


On behalf of the Board of Directors, | 
am pleased to present the annual report of 
Violamac Mines Limited for the year 1965. 
The report contains the consolidated financial 
statements at December 31, 1965 and reports 
of the managers of Kam-Kotia Porcupine 
Mines, Limited and Cobalt Refinery Limited. 


EARNINGS 


Consolidated net income in 1965 was 
$765,052 or 18.0 cents per share, compared 
to $247,107 or 6.6 cents per share in 1964. 
The improvement in the income can be attri- 
buted principally to a rise in the average 
price per pound of copper from 33.3 cents 
to 38.9 cents and an increase in the average 
grade of ore milled from 1.26% to 1.56% 
copper in 1965. 


A loss was incurred on the Cobalt Refinery 
operation. 


CHANGE OF NAME 


On December 30, 1965, Violamac entered 
into an agreement to purchase the minority 
share interest of Kam-Kotia Porcupine Mines, 
Limited for 150,000 shares in the capital of 
Violamac. 


te. 


ARTHUR W. WHITE 


In the near future Kam-Kotia Porcupine 
Mines, Limited will apply for authority to 
surrender its charter and distribute its assets 
to its only shareholder, Violamac Mines 
Limited. Violamac will then become the 
operating company. On March 10, 1966 
the shareholders of Violamac will be asked 
to confirm special resolutions authorizing the 
company to apply for a change in its name 
to KAM-KOTIA MINES LIMITED and to in- 
crease the number of directors from five to 
seven. 


Shareholders would be entitled to receive 
certificates for the same number of shares 
of KAM-KOTIA MINES LIMITED as they now 
hold in Violamac Mines Limited. 


KAM-KOTIA PORCUPINE MINES, LIMITED 


During 1965 the Kam-Kotia mine pro- 
duced 15,337,947 pounds of copper and 
5,839,994 pounds of zinc. Of the 597,623 
dry tons of ore milled, underground supplied 
567,615 tons and the open pit 30,008 tons. 
The Kam-Kotia mine has now converted from 
open pit to underground mining. As ex- 
ploration levels and new stopes open up, 
grade of ore is improving steadily. Prepara- 


tions commenced in October, 1965 for the 
deepening of the shaft a further 920 feet to 
a depth of 1,955 feet. This will allow four 
new levels to provide access to ore now 
indicated by underground diamond drilling. 


TEXAS GULF SULPHUR COMPANY 


The arrangement with Texas Gulf Sulphur 
to mill their ore has proven beneficial to both 
companies and is allowing Kam-Kotia to 
maintain its cash flow while mining, ex- 
ploring, and deepening its shaft. 


PLENO MINES LIMITED 


Kam-Kotia is continuing exploration of 
the adjoining Pleno property through the 
drive from the Kam-Kotia 450 foot level. 
While mineralization has been encountered, 
no commercial ore has been indicated at this 
horizon. Deeper underground diamond 
drilling is presently in progress. 


COBALT REFINERY LIMITED 


There was a loss of $347,359 after pro- 
vision for depreciation of $105,670 on the 
Cobalt Refinery operation during 1965. 
Approximately $95,000 of this loss is a non- 
recurring item resulting from the disposal of 
cobalt-silver speiss. Every effort is being 
made to reduce costs and improve efficiency. 


WESTERN OPERATIONS 


Limited exploration was carried on in 
the Sandon area, and numerous properties 


were examined in the Fort St. James area, 
Bie 


Carnegie Mining Corporation milled ore 
for custom shippers from August to Novem- 
ber. The Silmonac Mines’ property adjoining 
Carnegie will be re-activated if present 
financing plans can be finalized. 


OTHER ACTIVITIES 


Violamac owns a 9 claim group in Robb 
Township. With the bringing together of 
Kam-Kotia and Violamac, a larger property 
will result. 


The option to acquire a 50 claim group 
in Sheraton Township, Ontario, was allowed 
to lapse as drilling results were inconclusive. 


FINANCING 


In June, 1965, rights were exercised for 
372,500 shares at $3.00 bringing the com- 
pany $1,117,500. Bank loans were reduced 
with the funds made available from the 
financing. 


DICKENSON MINES LIMITED 


Violamac continues to retain 465,009 
shares of Dickenson Mines Limited. These 
shares having a market value at December 31, 
1965 of $2,092,541 generated a dividend 
income of $111,602 in 1965. 


OUTLOOK 


The current price for copper of 45 cents 
(Canadian) per pound has been reached 
only after continued pressure from world 
consumers. The company, with its present 
ore reserves, stands to benefit materially at 
current prices. 


APPRECIATION 


The Directors wish to express their appre- 
ciation to the employees and officers of the 
company for their loyal and efficient services 
during the year. 


A. W. WHITE, 
President. 


February 4, 1966. 


VIOLAMAC 


(Incorporated under the | 


and its consolidat 


Consolidated Balance Shee 


(with comparative figu 


ASSETS 
Current Assets: 1965 1964 
Ces hing tie. ee 28 EO Bae I ee ee $." 71,683 $ 24,698 
Metal settlements outstanding, concentrates on hand and’ products in 
process at net realizable value (note 2) 
COPPEn ess cate ce eee Oates ENR ee get eee ee 2,048,974 1,642,881 
Sliversand<othersretinéry products. 2 ee ee 1,674,567 1,061,005) 
Custom millingcharges receivable 2.2.2. 2 ee ee eee 227,307 — 
Other accounts receivable and accrued interest _..........---------------------------—- 88,435 122,220 
4,110,966 3,621,390 
Shares in and Advances to Other Companies: 
465,009 shares Dickenson Mines Limited at cost (quoted market value, 
1965°-—'$2 092/54 15 1964) -1$9.7-43 553) 2 ee 1,474,633 1,474,633 
Other listed shares at cost (quoted market value, 1965 — $349,668; 
196 4e=— 9 $37 O77) ee ee ee a ee 419,892 354,062 
Interest in non-consolidated subsidiary companies at cost less amounts 
written off and allowance for decline in value (note 1) 68,919 51224 
Other shares, advances and participations at cost less amounts written off 
and ‘allowance: for decline in value 2. eee 302,424 201,179 
2,265,868 2,081,098 
Fixed Assets: 
Buildings, machinery and equipment at cost — 4,830,262 4,727,088 
Less..accumulated *depreciation 22...) 2 evan nee 2,408,100 1,912,956 
2,422,162 2,814,132 
Mining ‘properties ‘Gk cost (note:3) 2 ene os ee eee 648,506 193,546 
Lond: of cOst) he. a7 pee ease Oe ten he 8 tree ge 7008 ¥ 005 
3,078,323 3,015,380 
Other Assets and Deferred Charges: 
Supplies at! average: Coste = 2 tes 6 ee Bal 7o2 271132 
Prepaid! expenses and deposits... eet eee ee 114,810 125,904 
Shaft sinking and development expenditures less amounts written off _. 593,768 750,206 
Interest in and expenditures deferred on outside mining claims 25,194 35,840 
1,064,504 1,183,082 
$10,519,661 $9,900,863 


AUDITORS’ REPORT | 


We have examined the consolidated balance sheet of ViolaMac Mines Limited and its consolidated 
subsidiary companies as at December 31, 1965 and the consolidated statements of income and retained 
earnings for the year then ended. Our examination of the financial statements of ViolaMac Mines 
Limited and the subsidiary companies of which we are the auditors included a general review of the 
accounting procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. We have relied on the report of the auditors who have examined the 
financial statements of the subsidiary company Cobalt Refinery Limited. 


Toronto, Canada, 
February 11, 1966. 


AINES LIMITED 


the Province of Ontario) 


sidiary companies 


- December 31, 1965 


December 31, 1964) 


LIABILITIES 


Current Liabilities: 1965 1964 
BEIKSlOCNS SSECULCC PT NOley 4) eee aeas ee ee fee ees te 5. BOl96l6 $3,125,000 
Refinery settlements payable to shippers of concentrates and metallics -_. 980,345 1,328,765 
Other accounts’ payable and-accrued liabilities ~ a 471,601 461,958 
PREC ACHE REMIENG INC) BRE CEX  OCIYC1L © we Tear Ne gels 84,404 5,436 


3,155,966 4,921,159 
Minority Interest in Consolidated Subsidiary Company (note 5) -...--..---------- — 101,261 
Shareholders’ Equity: 


Capital stock (notes 5 and 6) 
Authorized — 5,000,000 shares of $1 each 


Issued — 4,247,500 shares (1964 — 3,723,000 shares) -...... 4,247,500 3,723,000 
Decucted scounte less premiUin ski as ee ee a 432,680 1,628,380 
3,814,820 2,094,620 

Per nec Ce Orininis = = aNeL mer atin oni a) ew! iets et? 3,548,875 2,783,823 


7 363,695 4,878,443 


Approved on behalf of the Board: 


A. W. WHITE, Director. 
D. F. BURT, Director. 


$10,519,661 $9,900,863 


E SHAREHOLDERS 


In our opinion the accompanying consolidated balance sheet and consolidated statements of income 
and retained earnings present fairly the financial position of the companies as at December 31, 1965 
and the results of their operations for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


We have also examined the accompanying consolidated statement of source and application of funds 
for the year ended December 31, 1965. In our opinion the statement presents fairly the sources and 


applications of funds for the year. 
GUNN, ROBERTS and CO., 
Chartered Accountants. 


VIOLAMAC MINES LIMITED 


Consolidated Statement of Income 


For the year ended December 31, 1965 
(with comparative figures for 1964) 


MINING: 
Revenue: 1965 1964 
Metal recovery, gross: VGl0e x. ee ee ee $6,968,966 $5,009,320 
Deduct transportation and treatment costs 1,960,320 1315,054 
5,008,646 3,693,966 
Expenses: 
Development seul: miryivigy seta eee So see ee 1,903,065 1,331,194 
UU: Pe ee Rae een oe en MOM i ee A 799,562 770,869 
Mine management, office and general property expenses 399,981 305,051 
@liicelsromesalielinte Weep cummenn mene Ponts wy - oe a Bow et WR gt Fn a 84,000 5,500 
Head office administrative and general expenses 173,074 125,446 
interest, expense ec22 se oa ek Pee le 102,178 143,182 
3,461,860 2,681,242 
Operating income before depreciation and amortization 1,546,786 1,012,724 
Deduct: 
Deareciationy (note 7): cts 5c. 25 Oh ae fe 427 A460 480,082 
Amortization of shaft sinking and development expenditures (note 7) 218,230 310,695 
645,690 7907/7 
OBeraring *IRCOMEG san! +. BE Meee. See ee ee eee et ts ee 901,096 221,947 
INCOME FROM CUSTOM MILLING, after expenses which include depreciation 
OF 3:15 S90 ee ee ee ee ee 158,356 — 
1,059,452 221,947 
INVESTMENT INCOME: 
Dividends! from Dickenson=Minesalimitec: mic2e 5 ene ee nee ee ee 111,602 130,202 


Other dividends, interes, and royalties cscses ss. eee 4,698 8,786 


Protit onsale: of shareswnc. jee ee ee ee ee 26,600 78,319 
142,900 217,307 
172027352 439,254 
Deduct: 
Loss on operation of refinery, including depreciation of $105,670 (1964 — 
SOU OA) ce Bice are an eal Pear en 340,359 171,970 
Outside exploration expenditures written off — 46,162 299 
Sundry participations and advances written off — 6,999 
Minority interest in net income of subsidiary company 43,779 12,879 
437,300 192,147 
NET INGOME: for: the: Ver: 8 sacs aro re fe re $ 765,052 $ 247 107 


Consolidated Statement of Retained Earnings 


For the year ended December 31, 1965 
(with comparative figures for 1964) 


1965 1964 
Balance at beginning, of: yecr> 22 aera es See ee eee eee $2,783,823 $2,536,716 


Net'incomelfor*the year 2.0.2.8. 5 se ee 765,052 247,107 
Balance: atend: of yer ssiccccc ee $3,548,875 $2,783,823 


VIOLAMAC MINES LIMITED 


Notes to Consolidated Financial Statements 


SUBSIDIARY COMPANIES 


The subsidiary companies included in the consolidated financial statements are Kam-Kotia Porcupine Mines, 
Limited, Deebank Limited and Cobalt Refinery Limited: 


The non-consolidated subsidiary companies have been excluded from the consolidation as they are dormant 
or are developing their properties and their expenditures since acquisition of control have been deferred to future 
operations, except for certain write-offs, security profits and custom milling losses carried direct to deficit. The 
proportion of the net amount so charged to deficit attributable to the shares held by Violamac Mines Limited in such 
subsidiary companies for their fiscal years ended in 1965 amounts to $18,852 (1964 — $4,210) and for the period since 
acquisition of the shares amounts to $284,395 which is substantially less than the amounts written off in respect of 
the investment in such subsidiary companies. 


METAL PRICES 


In computing the net realizable value of metal settlements outstanding, concentrates on hand and products 
in process, 


(a) Copper has been valued at 41.45¢ per pound less treatment charges of 6.78¢ per pound; and 


(b) silver and other products in process have been valued at net selling prices (silver $1.395 per ounce), less costs 
to finish the products in process. 


MINING PROPERTIES 


Mining properties are stated at cost which includes shares of the company’s capital stock valued at $40,000 
given as consideration for the properties and an amount of $454,960, being the excess of cost to acquire the minority 
interest in Kam-Kotia Porcupine Mines, Limited over the underlying book value of the subsidiary company’s assets. 


SECURITY FOR BANK LOAN 


The bank loan is secured by 465,009 shares of Dickenson Mines Limited and metal settlements outstanding, 
concentrates on hand and products in process. 


PURCHASE OF MINORITY INTEREST 


Pursuant to an agreement dated December 30, 1965, 150,000 shares of Violamac Mines Limited were issued 
at $4 per share to acquire the minority interest in the subsidiary company, Kam-Kotia Porcupine Mines, Limited. 


CAPITAL STOCK 


In addition to the 150,000 shares issued to acquire the minority interest (note 5), 372,500 shares were issued 
under a rights offering for $1,117,500 cash and 2,000 shares were issued for $2,700 cash under employees’ stock 
options. There were no employees’ options outstanding at December 31, 1965. 


DEPRECIATION AND AMORTIZATION 


Depreciation and amortization have been recorded on the straight line method at annual rates as follows: 


Kam-Kotia Property 


BUlcings machinery rand equipment 2. ack te 15% 

Shaft sinking and underground development expenditures -....--.-..--------- 25% 
Refinery 

Buildings mochinery,and equipment: 2.4.27 10% 


INCOME TAXES 


No provision for income taxes is required on income from the Kam-Kotia Mines as such income was exempt 
from income taxes until April 30, 1964 and as depreciation and amortization provided in the accounts in prior years 
may be deducted from 1964 and 1965 income for tax purposes. 


VIOLAMAC MINES LIMITED. 


Consolidated Statement of Source and Application of Funds 


For the year ended December 31, 1965 
(with comparative figures for 1964) 


Source of Funds: 1965 1964 
Net income for the year, before minority interest ___------_------------------ $ 808,831 $ 259,986 
Depreciation and amortization not requiring current outlay —-...-..--------------.-- 766,759 891,791 

1,575,090 1,151,777 
Proceeds from Issue of Capital Stock: 
Shoressssued fOr cash. 24 2. ek ee a ee oe 1,120,200 43,960 
Shares issued to acquire minority interest in Kam-Kotia Porcupine 
Minesmlimited 33.04. a ewe a re 600,000 — 
Otheresounces (ier) ea Ee cela nn 21,740 — 
Bo 77o80 1,195,737 
Application of Funds: 
Additions to buildings, machinery and equipment 156,559 298,702 
Shaft sinking and development expenditures 61,792 471,740 
Acquisition of shares in Kam-Kotia Porcupine Mines, Limited 
(minorityminterest) jst Scots tak cen 5 eee ee ye eee 600,000 — 
Investment in shares of and advances to other companies (net) ------------- 184,770 54,814 
INCreGSe.iN-: SUD Plies suis, See a ee a es ee ee 59,600 46,554 
Otheraplicotions (met) zeae 2) ape ee ee ee eer eee — 4,424 
1,062,721 876,234 
Improvement in Working Capital Position $2,254,809 $ 319,503 


VIOLAMAC MINES LIMITED 


and its consolidated subsidiary companies 


Interest in Non-Consolidated Subsidiary Companies 


Shares: 
1,040,000 
1,602,040 
1,141,322 

680,710 
1,180,000 


Shares: 
736,250 
355,000 
604,000 
208,391 

20,800 
710,081 
171,150 


December 31, 1965 


Camarillo Oils Ltd. (including 300,000 shares in escrow) 

Carnegie Mining Corporation Ltd. 

Glencair Mining Co. Ltd. (including 420,000 shares in escrow) 
Lithia Mines & Chemicals Ltd. (including 337,500 shares in escrow) 
Lone Bachelor Mines Ltd. (including 675,000 shares in escrow) 


Other Shares, Advances and Participations 
December 31, 1965 


Abino Gold Mines Ltd. (including 5,000 shares in escrow) 
Gateway Uranium Mines Ltd. (including 202,298 shares in escrow) 
Inore Gold Mines Ltd. 

Pleno Mines Ltd. 

Robin Red Lake Mines Ltd. 

Silmonac Mines Ltd. 


Uranium Ridge Mines Ltd. (including 161,615 shares in escrow) 


Kam-Kotia Porcupine Mines, Limited 


The President and Directors, 
Kam-Kotia Porcupine Mines, Limited. 


Gentlemen: 


Our report covering operations at the property 
for the year ending December 31, 1965 is submitted 
hereunder. 


PRODUCTION AND MILLING 


Milling was carried out continuously through the 
year at maximum capacity except for 26 days during 
which time the mill treated Texas Gulf Sulphur Co.’s 
ore from the Kidd Creek Mine on a pilot plant basis. 
Operating time was about 96.0% of total time with 
balance of the time spent on maintenance and 
repairs. For the first nine months, monthly tonnage 
averaged 53,600 tons, and daily tonnage for the 
year averaged 1,765 tons. Copper (Cu) content of 
mill heads climbed steadily through the year as 
underground production increased and for the last 
quarter averaged 1.925% Cu. The zinc (Zn) circuit 
operated for 85% of the time and zinc metallurgy 
continued to be extremely difficult. 


There were no major changes made in the mill 
circuit during 1965. 


PRODUCTION DATA 


Dryslons: Milled «222-2522 ea 597,623 
Average Tons per Calendar Day -- 1,765 
Average Tons per Net Operating 

Gee ae he ah. cere Se See 1,855 
Average mill head, % Copper --_... 1.56% 
Copper Concentrate Produced — 

DiyetOnss= ee ee 4,239.9 
Average Grade of Concentrate __. 19.65% 
Pounds Returnable Copper __- 15,337,947 
Average Copper Recovery in Milling 86.8% 


Smelter Settlements Outstanding at 
December 31st, 1965 — (Pounds 
Returnable Copper) —_..__. 5,63 15075.0 


Zinc Concentrate Produced — Tons 7,674.8 

Grade of Zinc Concentrate _._- 48.1% 
Ounces of Silver paid for 64,086.32 
Ouncesiof ;Goid- paidstor = 580.70 


MILLING DATA 


Grinding Steel Consumption 
(Balls and Rods) _____ 3.342 Ibs./ton milled 


G. W. WALKEY 


Reagent Lbs./Ton 
Consumption Milled 
Hydrated. Lime 22 5. Se ee 6.260 
Amyl -Xanthate 2. eee 0.402 
Sodium: Cyanide. 22 a ee 0.063 
Frothers © 2ic.sel he 0.031 
Zine, Sulphotey3 =< ee ae ee eee 0.526 
Copper Sulphate ---_- (Zinc Circuit Only) 0.417 


MINING OPERATIONS 

(1) Open Pitting 

Open pit operations were completed in April. 
Some low grade material remains in sections of the 


pit walls but metal content is too low to warrant 
recovering this material. 


The pit supplied 30,008 tons in 1965, all from 
the “A” East Zone. Balance of this zone will be 
mined from underground. 


Final pit figures are as follows:— 
Total) Tons Broken eee ee 322 1714 
Total Tons Ore Mined 

— (includes low 

grade material 

slockpiled)c. 32. os ee 1,863,745 


Total Footage Drilled 706,675 ft. of 3 in. hole 


Final waste to ore ratio is 0.73 tons waste to 
1.0 tons of ore. 


Surface Stockpiles are as follows: 


1964 1965 
Tons Tons 
ZNO ON eset Eee 29420) 17,77 2-13.00 70 Zn 


Low Grade Stockpile 229,829 129,817 at 0.78% Cu 
Crusher Stockpile —.. 69,580 101,764 at 1.15% Cu 


(2) Underground Mine 


Production from underground operations was 
513,350 tons of ore, and 81,503 tons of waste. The 
bulk of production came from blast hole stopes in 
the B and C ore zones with remaining tonnage 
coming from development headings and stope devel- 
opment. Stope development expense was heavy 
for the year and, at the end of the year, broken 
reserve in the mine was about 60,000 tons, and, 
in addition there were about 95,000 tons drilled off, 
ready for blasting. Development footage for stoping 
consisted of 4,109 ft. of drifting and X-cutting and 
5,205 ft. of raising. 


A total footage of 13,250 ft. of drifting and 
X-cutting was driven for exploration and eventual 
use as haulage and access ways. This footage, 
both exploration and development, was distributed 
as follows, by levels 

Footage 


ws Level ==" 2230 
#2 Level — 1,815.0 
#3 Level — 4,650.0 
#4 Level — 3,432.0 
#5 Level — 7,231.0 


The average grade of underground ore pro- 
duced was 1.69% Cu. Grade of ore milled from 
surface operation was 0.77% Cu. Ore grades 
mined from underground were close to diamond 
drill indicated grades on the average, although 
there were some variations both up and down, for 
certain ore blocks. 


Late in the year, it was decided to deepen No. | 
Shaft a further 920 ft. and establish four new levels. 
This will allow for the development of ore indicated 
by drilling below the Sth level and provide bases 
for deeper exploration. In order to complete the 
sinking as quickly as possible with minimum disrup- 
tion to normal mining operations, it was decided to 
use a sinking hoist set up on the Sth level and use 
the ventilation compartment for shaft deepening. 
The necessary rock work was nearly complete at 
year end, and actual shaft sinking will start early 
in 1966. To utilize hoist capacity in hoisting from 
the new loading pocket, it will be necessary to crush 
ore underground, and accordingly, it is planned fo 
install a jaw crusher on the 9th level at approximate 
elevation of 8,380 ft. The present hoist will not 
maintain desired production from the new loading 


pocket, and various alternatives to provide the 
hoisting capacity are being considered. 


Shaft deepening should be completed and de- 
velopment work on the new levels underway by 
late 1966. 


EXPLORATION 


Underground exploration was carried out at the 
maximum possible rate by diamond drilling and 
drifting. Total diamond drill footage was 81,573 of 
which 71,000 ft. were for exploration and 10,573 ft. 
for delineation of ore zones for mining. 


The bulk of exploration was carried out West 
of the shaft and on the 4th and Sth levels; with 
diamond drilling following behind the exploration 
drifts. Drifting and diamond drilling on the upper 
levels extended known ore zones and, at the end 
of the year, positive reserves above the Sth level 
were little changed from the previous year end, and 
substantial reserves were indicated below the Sth 
level, and West of the shaft. 


3,078 ft. were drilled from surface, to help plan 
exploration on the upper levels to the West, and 
provide geological information. 


The 307 drift on the 3rd level, was driven 
through to the Pleno boundary and the 205 drift 
driven to within 500 ft. of the Pleno to allow 
development of the “A” North and “A” East zone, 
and to provide drill bases to test the ground below 
the “A” ore zones. A minor amount of drilling was 
done to test this area and a great deal more testing 
is required. 


Drilling below the Sth level, West of the Shaft, 
indicated major ore reserves, with the deepest drill- 
ing about 800 ft. below the level, and exploration 
and drilling is continuing to the West of the Sth level. 


On the basis of the drill results, it was decided, 
late in the year, to deepen the shaft about 920 ft. 
and establish four new levels and preparations are 
under way for this shaft sinking with actual sinking 
to start early in 1966. During shaft sinking, explora- 
tion will be continued at the maximum possible rate 
on the upper levels, principally on the Sth level. 


PLENO EXPLORATION 


The 307 drift was driven on the Pleno — a dis- 
tance of 1,123 ft. and 2,169 ft. of diamond drilling 
were done from this heading. No economic ore 
bodies were indicated by this work, although some 
narrow low grade sections were cut by the drilling. 
Further. drifting and drilling are planned for 1966. 


OUTSIDE EXPLORATION 


On behalf of Violamac Mines, the 50 claim 
group in Sheraton Township optioned in 1964 was 
investigated by geophysical surveying and diamond 
drilling. An aggregated area of 18 claims were 
surveyed by a Turam and magnetometer survey 
which involved about 32 line miles of cutting. This 
survey indicated some low grade anomalies which 
were checked by 3,551 feet of diamond drilling. 
The results were disappointing and the option was 
allowed to lapse. 


ORE RESERVES 


Ore reserves at December 31st, 1965, are as 
follows, including dilution factor. 


Positive & Broken Ore — 
(1) 2,339,000 tons grading 1.61% Cu and 1.80% Zn 


(2) 395,000 tons grading 0.34% Cu and 4.15% Zn 


Probable & Possible Ore — 
1,525,000 tons grade similar to (1) above. 


AGREEMENT WITH TEXAS GULF SULPHUR 
COMPANY 


In October, an agreement was made with Texas 
Gulf Sulphur Co. whereby Kam-Kotia’s milling plant is 
made available for milling ores from the Kidd Creek 
Mine in Kidd Township on a part time basis. The 
arrangement is of mutual advantage to both Com- 
panies in that it allows T.G.S. to carry out bulk 
metallurgical testing on Kidd Creek Mines ores on a 
large scale plant basis under operating conditions, 
and will allow your Company to maintain its heavy 
exploration and development program even while 
deepening the shaft without any substantial reduc- 
tion in cash flow. It is expected the agreement will 
be continued until the end of 1966. From October 
until the end of 1965, the mill treated T.G.S. ores 
for a total of 26 days. 


CONSTRUCTION AND ADDITIONAL FACILITIES 
CONSTRUCTION 


Office — A 24 ft. x 40 ft. addition was added 
to the main office. 


Mill — The assay laboratory was enlarged by 
50% and additional change room capacity 
was provided for the mill crew and staff. 


Plant — A 2.5 million B.T.U. capacity: propane 
heater was installed to heat mine intake 
ventilating air bringing mine air heating 
capacity to 5.0 million B.T.U.’s. 


Equipment — The following equipment was 
purchased during the year. 
1 — 1965 ¥% ton pick-up truck 


1 — Rubber tired loader for general service 


1 — Rubber tired loader for loading zinc 
concentrates 

10 — 50 cu. ft. mine cars 

2 — Mine locomotives — one — 1% ton 
and one — 4% ton 


1 — Packsack diamond drill 
1 — 30 HP. 3 drum scraper hoist 


Total Capital Expenditures for building and 
equipment were $40,133 for buildings and $61,531 
for equipment. Shaft sinking expense (preparation 
for deepening No. 1 Shaft) was $61,792. 


PERSONNEL RELATIONS AND LABOUR FORCE 
Total force at December 31st, 1965 was:— 


SWetiip ee meee ee 44 
Crew: Ga ee 212 
Total see 256 as compared with 279 


at December 31st, 1964. 


The work force was relatively stable and there 
was no shortage of labour in any category although 
the supply was definitely limited, and getting tighter 
at the end of the year. 


A new contract was signed with The United 
Steelworkers of America, representing the hourly 
rated employees, on October 7th, 1965, with ter- 
mination date December 31st, 1967. This agree- 
ment reduced the work week from 44 hours to 40 
hours per week and provided increased wage rates 
and other employee benefits. 


Mr. J. Garton was hired as Chief Electrician to 


replace W. Samms who resigned in July, 1965. 


ACKNOWLEDGMENT 


| again record my appreciation of the staff and 
crew who served your company efficiently and well 
during the past year. 


The consideration and support given by the 
President and Directors at all times is gratefully 
acknowledged. 


Respectfully submitted, 


KAM-KOTIA PORCUPINE MINES LIMITED, 


G. W. WALKEY, 
Vice-President and General Manager. 


January 27, 1966. 


Kam-Kotia Porcupine Mines, Limited 


Statement of Income 


For the year ended December 31, 1965 
(with comparative figures for 1964) 


MINING 
Revenue: 


Metal recovery, gross value 


Deduct transportation and treatment costs 


Expenses: 
Development and mining 
Milling 


General expenses at the property 


Supervision, technical services and mine office expenses 


Ontario mining tax 
Administrative and general expenses 


HOR OSt KOI SC sede rear a i ko ne eS 


Operating income before depreciation and amortization _._------------- 


Deduct: 
DEES Tota tel (ele pice basemen Nene Sue oneal Oss ethene manne are Meet fue ise epee een 


Amortization of shaft sinking and development expenditures —...........- 


INCOME FROM CUSTOM MILLING, after expenses which include depreciation 
SLPS MSA RS deeat  os iu 2 ns, A AIRY ee RS Diya eee OA ED ER ee 


SEEPS SLOG I Se OO] fle | SIDR falc “aE cen 0c See DL Ge EO 


1965 
$6,968,966 
1,960,320 


5,008,646 


1,903,065 
799,562 
187,125 
192,096 

84,000 
95,536 
80,426 


3,341,810 


1,666,836 


439,529 
218,230 
657,759 


1964 


$5,009,320 


1,315,354 


3,693,966 


1,331,194 
770,869 
164,395 
126,874 

5,500 
61,664 
100,556 


2,961,052 
1,132,914 


478,768 
310,696 


789,464 


1,009,077 


158,356 
$1,167,433 


343,450 


$ 343,450 


Cobalt Refinery Limited 


The President and Directors, 
Cobalt Refinery Limited. 


The following is my report on the operations of 
Cobalt Refinery Limited for 1965. Tonnage of con- 
centrates, silver contained and produced, plus by- 
products were essentially the same as in 1964. 


In 1965 the company sold 450 tons of untreated 
speiss most of which was produced in 1964 and 
prior years. Some 300 tons of this material were 
sold in Europe at a price that was approximately 
$85,000 lower than its inventory valuation. The 
remaining 150 tons were sold to Eldorado Mining 
and Refining Company for pilot plant cobalt pro- 
duction runs with the silver to be returned to us in 
a residue for refinishing. A loss on inventory 
valuation of $10,000 resulted from this sale, but it 
was expected that Eldorado would purchase alll 
speiss on more favorable terms after their pilot plant 
runs were completed. 


Due to the speiss sales, silver sales for 1965 


were almost 1,000,000 ounces greater than those 
of 1964. 


The overall silver inventory for December 31, 
1965 contains one million ounces of silver as com- 
pared to 1% million ounces at December 31, 1964. 
The silver is valued somewhat lower and is more 
readily recoverable. 


1965 1964 

Ounces Ounces 

New Feeds -_.......- 350,000 70,000 

Speiss meee ws Se. 300,000 1,000,000 
Normal Pipe-Line 

Herat = Bee 150,000 100,000 

Near finished silver 250,000 80,000 

1,050,000 1,250,000 


All of the producing mines in the Cobalt- 
Gowganda area previously under contract, and most 
of those with positive development projects have 
agreed to our new smelter treatment terms, which 
will, based on 1965 receipts, net us some $35,000.00 
additional income in 1966. Encouraging negotia- 
tions are proceeding with the few mines not yet 
shipping to us. 


J. N. CRAM 


Average employment was 66 men varying from 
62 to 74. 


FINANCIAL 


The plant had an operating loss on current pro- 
duction of $80,000 before interest and depreciation. 
As stated there was a $95,000 loss incurred in dis- 
posing of the 1964 excess speiss. 


SUMMARY OF OPERATIONS 


1965 1964 

Concentrates treated 

me PONS ao gs ee 1,94] 1,901 
Smelter ran — days -_.--- 274 267 
Roaster ran — days 

— Concentrates __...... 17] 

SS ODES eee 98 

—slotdl, So5 essere 269 273 
Cobalt Plant ran 

— weeks _. 49 4] 
Arsenic Refinery ran 

— days 24 Ja eae 64 69 
Speiss 

— Smelter, tons __... O77: 674 

— Cobalt Plant, tons 371 354 


— Excess, Dec. 31, 
96S etonste 2 407 


1965 (1964 
Silver Produced 

SOT ee? hice 8g 2,789,505) 27753,001 
PSV OIG eae $3,871,710 $3,825,126 

Speiss Stock Sold 
SSC ae ASN) 5 Meee: 

— ozs. Silver 
Centdineds 2. s LOTO}S66n =e 
NG |e ee S289 76 /aan eee 


Note — 92% of the silver in speiss sold in 1965 
was the excess carried over from 1964. 


Cobalt and Nickel Oxide 


oe) || ie La 156,998 136,342 

ECU AIG pee ae ete ae $5165'3450ed 141,592 
Arsenic Trioxide 

a= || oct Te see eee 342,645 323,900 

VOU e see ew S$ 14591 $) 13,160 
Other Sales 


— 3,883 lbs. of Bismuth, 4,278 Ibs. of Lead and 
15.5 oz. of Gold were recovered and sold as by- 
products in Base Bullion. This was credited against 
silver sales. 


Installation of new efficient dust collection equip- 
ment was completed for the smelter and crusher 


buildings and the silver refinery. Equipment utilizing 
a new approach to arsenic collection and handling 
was being installed at the year end and will be in 
operation early this spring. 
arsenic refining with appreciable savings and im- 
proved working conditions. Pilot plant runs on 
electrolytic silver refining were successfully com- 
pleted. 


It should eliminate 


As stated, the excess speiss from 1964 was sold 
in 1965 in Europe and to Eldorado Mining and Re- 
fining. Until December 1965 it was fully expected 
that Eldorado would from January Ist, 1966 take 
our total speiss production, recover the cobalt and 
return the silver residue to us for finishing. Un- 
fortunately, due to an unexpected increase in 
uranium through-put, Eldorado decided in December 
1965 to suspend all Cobalt operations. We had 
held back on our expansion plans so again are 
left without sufficient capacity to handle all speiss 
production and must take corrective action. 


Respectfully submitted, 


J. N. CRAM, P.Eng., 
Vice-President and 


General Manager. 
February 4, 1966. 


Cobalt Refinery Limited 


Operation of Refinery 


For the year ended December 31, 1965 
(with comparative figures for 1964) 


Salés'ot metals ‘dnd products <A> ae) See ee eee 


Cost of sales: 


Inventory MCMUCiy Ts x. ce cee Ae Ce 

Purchases: of concentrates ond metallics 252s ee ee 

Direct costs sof processing and refining@es. = eee 

Less: inventory “December? 3) 1.0 oe oe 
Expenses: 

Selling, administrativezand® Geren cli ser ces a a ee meee eee aemnneee 

PPO OSE ee aoe 
Operating loss: before depreciation’ 22 2 a. eee 
Depreciation: 2. et ee ee 


Loss for the year 


$ 347,359 


1965 1964 
$5,190,092 $3,978,443 
1,722,068 696,025 
4,550,558 4,556,478 
429,951 369,942 
6,702,577 5,622,445 
1,473,724 1,722,068 
98,761) | aes 
154,746 122,128 
48,182 26,894 
902,928 149,022 
241,689 70,956 
105,670 101,014 


$ 171,970 
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